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August 4, 1993

To: Assemtlymember Valerie Brown

From: Roger B. King, Assembly Office of Research

Subject: "How We Got Where We Are"
. . RN -

;.. AT your reguest, we have prepared this paper. which-. -
attempts to summarize_theKmo:e_significagt events of the past
fifteen years which have led to the state’s current state-local
government reiationship. when considering the state-local -
relationship we are Primarily concerned with state-county, so
there is an acknowledged bias in the events we have chosen to
inciude. 7o Dlace these events ip context, we discuss them i-~
chronolocical order beginning with that watershed year - 1a7sg.

. We hope that the paper will provide a common base of
knowledgce and uncerstanding of how we got where we are, so that
you and your colleagues mzy better address the issue of what the -

state-local relationship should be in the future.

Finelly, this paper does noT pretend to be exhaustive.
Deciding whet was significant enouch to be included was :
admittedly arbizrary. Perhaps when you circuiate this paper and
begin te hear from the almost certain critics, we will be able to
cevelop an even more comprenensive cdocument. - Co

1978 - - o] A L -

1y

- -

The passage of Proposition 13, on June 8,.1978, reduced .
local property tax revenues by nearly $7 billion.* At the same
time, the state had accumulated a Genexral Fund surplus of neexly
$3.7 biliion. 25 a result, the sta‘e responded with the passage
of SB 154 (Chapter 282, Statutes of 1978), which provided $4.3
billion ir financial assistance to the schools and local
governments. ’

Specifically, SB 154/78 relieved the counties of over §1
billion in health and welfare costs; and provided block grants of
S436 million to counties, $250 million to cities, and $125
million to special districts.

S2 154/78 aiso recguired cities and counties to allocaze
the funds received "first for police and fire programs in order

el
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not to jeopardize the health and safety of the community"; and to
"ensure that the level of police and fire protection programs
actually provided in 1977-78 fiscal Year shall be continued in
1978-79",

To balance this protection for police and fire programs,
SB 154/78 also expressed legislative intent "to maintain
essential county health services and to ensure that reductions in
county health services are not disproportionate to reductions in
county property tax revenues as offset by allocations of funds
from this act". As a means Qf enforcing this intent, counties
were required, for the first time, to report their "net county
costs for health services" (defined as county expenditures either .
directly or by contract for public health services, ocutpatient - -
health services, and inpatient health services, less any revenues
received)-to the Department of Health Services. ' -

SB 154/78 was chaptered on June 24, 1978, and the
counties were recuirec :to report their actual "net county costs
for health services" for fisca:l year 1877-78 by September 15,
1978. Because oI the relatively vague definition of "net county
costs 1ror health services" and the short period oi time in which
Lo provide the required informztion, there were considerable
differences amongst the counties in what was Teported to the
department. Nevertheless, the reported informs+ticn became the
fbase" Zor all Ffuture ellowable expenditures.

1979

. w -

Lonc-Term Solution to Proposition 13

P
i

The Legislature adopted and the Governor approved AB 8
(Chapter 282, Statutes o7 1879} on July 24, 1979. At the time,
this legislation was generglly referred to as the "long term

solution" to the passage’ of Proposition 13. ’
o - - - . .- ~

- i . Y
Property Tax Aliocatio= N

AB 8/79 transferred broperty tax revenues from the
schools to cities, counties, and special districts by an amount
equal to the fiscal reiie® provided by SB 154/78, with certain
adjustments.

For counties, the amount transferred was increased for
certain AFDC costs which the counties would incur under AB 8/79;
and decreased dy an amoun= the biil would provicde directly to
counties Zor heal:th services.
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AB 8/79 also provided that the growth in property tax
revenues would be allocated to the entities of local government
and the schools in proportion te the amount of property tax .-
revenue base allocated to each jurisdiction. Because AB 8/79
transferred property, tax base from schools to local governments,
those jurisdictions also received the growth associated with that

tese. For 197%-80 county revenues were increased by $330
miilion, city revenues by $228 million, and special districts by
gbout $201 milliorn.

~

Heaith and Welfare "~

- . . -

BEDCT .. o o A

4N

. SB 154/78 re11eved the counties from any share of cost-u_
_er the AFDC Family Group (FG), Unemployed (U} and Boarding Homes

=d Institutions (BHI) programs. (AFDC~BHI is now known as AFDC
csTer Care-=C.) ' ‘ :

AB 8/79 requirec the counties to pay 10.8 percent oZ the;
mcn-Zecderal costs of the ArDC (FCG) and AFDC (U) programs. ™

Prior to the passage oI Proposition 13, the state shared
2= the non-federal costs oI AFDC-FC on the chlS of 67.5 percent:-
cZ the cost of care up to $120 per month, plus $12.50 per month-
Zor c"ﬁidven piaced in & foster family home. AB 8/79 reguired

tze a2te To pay 95 percent of the non-federal costs from July 1,
~579 to Decembexr 31, 1983. (This expiration date was extended -

seversl times and f;ncllv repeadied. For the current cost sherﬁng
:elat;oqshep for foster care see 19%1.)

. Prlov to ebe pa55ace ‘o1 Propos1tlon 13 the countles mEm
share of cost for AFDC administration was 50 percent of-the - ~ o
non-fed el costs. AB 8/79 reshored that requ1rement. Ty {fﬁ:

Fooc Stamps R . '\\‘

Prior to the Dassage of Proposition 13, the counties’
share of cost for aameplseerﬁng the Food Stamp program was
__m1+eﬂ to their exbenditures in 1973. . AB.8/79 repealed this -
Zimitation, and required the counties to pay 50 percent of the
mon-federzl costs fo* Food Stamp acmlnlstratlon.

Mental Heel-h, Elcohol, and Drug Programs

’rlor o the passace of Proposition 13, the state-county
ring relatlonship for menial healih, aicohol and drug
ocrams was 90 percent state, 10 percent county.
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AB 8/79 waived the 10 percent match requirement for state
hospital services until December 31, 1979. The match requirement
for community mental health programs, alcohol and drug abuse
programs was waived until June 30, 1982.

Countv Eealth Services

Based upon the "net county costs for health services"
reported to the Department of Health Services as required by
SB 154/78, A3 8/79 established the County Health Services Fund
and appropriated $267 million to that fund.

Briefly, the Legislature took the reported amount,
deducted an amount equal to $3 per capita (this was done to
insure that even the smallest counties would receive some funds
to maintain basic public health services), divided the remainder
in half, transferred this amount of property tax revenues from
the count es back to the schools which reduced the state’s
General Fund obiigation, and then appropriated these "saved"
General Fund dollars to the newly established County Health
Services Fund. : '

A5 8/79 also allocatecd the County Health Services Fund as

follows:

--& §3 per c:o;ta amouno, adj ustea by an annual statutory
cost-of-living adi iustment (couA), was allocated to each ‘county -
which submitted a soec1:ieo p-an and budget to the Department of
Health Services. .

- Up to 50 percent of the "net county costs for hea’th
services" above the $3 per capita amount, .2s reported by each
county. for fiscal year:1977-78, adjusted by "an annual. statutory
COLA, was allocated to thzat: county if the county._ SLQned an. .~
agreement with the Department to (a) match the state fund&dn a-
dollar-for dollar basis, and (b) spend the funds 1n accordance
with the county’s submitted pian and budget. '

The state funds were limited to the amount
appropriatec, but there was no limit on the amount counties could
expend for county health services from other sources.

- Any upexoeooec state funds coold be reallocated to
counties with “soec1c1 needs".
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The "Deflator" _ 3

AB 8/79 provided a mechanism for reducing the amount of
state assistance provided to local agencies in fiscal year
1980-81, and subsequent fiscal years, in the event state revenues
fell below specified amounts. This mechanism was generally
referred to as the "deflator". "

The "deflator" provisions required the State Controller
to reduce motor vehicle in-lieu (VLF), cigarette tax, business
inventory exemption and.trailer coach subventions by an.amcunt
suificient to obtain one-half of the difference between estimated
expenditures and state General Fund revenues. The rémaining
one-half would be decucted from apportionments to the schools:

sﬁspéﬁded

These recuctions would become effective unnless
by the Lecislature and the Governor. -

State and Locz) Taxation

AB 66 (Chapter 1150, Statutes of 1979) exempted 100
percent o the assessed value oI business inventories. (previous
law had exempted 50 percent) from proverty taxation for the
1980~-81 and subseguent fiscal vears. Under previous law the
state relmbursecd local governments ia full for the amount of .
property tax losses cue to the 30 percent exemption through a
continuous appropriation. Conseguently, AB 66/79 resulted in an
increase in this subvention to local governments. )

A3 66/79 also increased- the bank and corporation, tax,

established the Financial Aid to Local Agencies Fund, . and -.. . ..
required that the revenues atiributable to the excess bétween the
bank tax rate anc the general tax rate be transferred- ffom the -
General Fund and deposited in the Financial Aid to Local Agencies
Fund. The state Controller was required, in a specified manner,

to allocate the amount in the fund to~cities and counties.
Initiative

i Novemper 1979, the voters approved Proposition 4 which
added Article XIIZI3 to the state Constitution. Article XIIIB
limits the level of most appropriations from tax sources that the
state and local governments are allowed to make in any given
vear. The limit for each year is equal to the limit for the
prior year, adjusted Zfor changes in the cost-of-living and
vopulatiocn. Various other adiusiments are also reguired. The
£irst year in which appropriation limits were applied to state
ancé local governments was 1980-81.
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1981

Federal

. Former President Reagan introduced the concept of "New
Federalism" which was enacted in the Omnibus Budget .
Reconciliation Bill (03R23) of 1981. Essentially, the concept was
to consolicate numerous catecorical federal programs into "block
grants", and provide the states with greater discretion in how
these funds could be usec.

™ -

i . Frequently, the collar amount of the -"block grant" was
less than the total of the former categorical programs.  -This
reduction was-usualiy justified by the elimination of:certain
federal requirements; anc the assumption that with greater -
flexibilility, the states could accomplish more with less.

The Zollowing eichi new "biock: grant® Drograms were
established by OBRI of -og:-:

- Low-Income InerZy 2ssistance Block Grant

- Social Services 3lock Grant N _ _

- Preventive Heal:th ancd Health Services Block Grant
- Maternal ‘and Child Health Block Grant Lo

- Primaryv Care 3lock Grant A oL
- Alcohol, Dru¢ 2buse, and Mental Health Block Grant
- Community Services Biock Grant

- Commurnity Development Block Grant

This "New Federziism" resuited in a number of similar
Droposais deing mace the in the administration of state-county
brograms. (See below.) . . Sl ' s : :

e e - -

- gState ':, ' - - L R Tlay -

-

Local Government Tinance.

<n the three Ziscal vears subsequent to 1977-78, state
expencditures had exceeded revenues by a cumulative $3.6 billion.
The state’s surplus was cone. When the 1981-82 budget was
incroduced, it was proiecied that the "deflator" would go into
effect resulting in az estimated $2.8 billion in reductions in
state funding for local covernments and the schools.

$3 102 (Chapter -9:, Statutes of 1981) suspended the
"defletor™, and instezd Zid <he following:
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- Repealed three smail subventions to local governments.
Liguor License Fees, Eighway Carrier’s Uniform Business Tax, and
. = . . . = { . r
Financial 2icd to Loceal Rgencies rund.) '

- Mzcde & one-time reducticen in the VLF subvention to
local governments. .

- Provided an in-lieu (lowver) cost-of-living adjustment
on the business inventory exemption subvention.

A . . . . . .
These actlions resulted in & total reduction to cities and
counties oI 8270 million, divided approximately one-third
counties, two-thirds cities.

-

Eealzh anc Welfare

1982, existinc law reculred that AFDC ¢grants be
increasecd sech Iisczl year by the Increase in the Consumer
Necessitlies ndex curing the pricr December to December twelve
monTih period. Fer Ilscel vesr 198I-82 this would have resuited
in an AFDC-granz lncrezse 0o 1l.. percent.

In Illeu of the statutory 11.1 percent COLA, the
Lecislature end the 3rown acministration negotiated a 9.2 percent
COL: with the siipulation ithe: funds necessary to fundé the

in-_ieu CCLx nad o corme Ifzorm "hezlth and welfare" related

sevings. This negotieted acreement was contained in SB 633
{Czaptexr €32, Statutes ol 1981).

- Recuired counties, beginning with the 198:1-82 fiscal
year, to pey 10 percent oI the costs of the IHSS program in
excess of the costs Zor the 1980-81 fiscal year. (Prior to SB

F-

- b
633/8>, the IESS grocgram had beex totally supported by state and
federsl fun

- Requirec counitles (except those with populations under
100,000), becirninc with the 198:-82 fiscal year, to pay 10
percent oI the costs Zor communizv mental health, slcohol, and
crug procrams. AIsc reculred counties to pay 15 percent of the
cosT of irnpetient mental health services, whether provided in a
community or state hospital. (This resulted in & "cost-shift®
to the counties one vear eariler than provided by 23 8/79, and
increased the countlies’ share of cost of all inpatlent services
O 15 pexcent.)
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1982

I.ccael CGoverament Tinance

Orce acein the "deflator" was estimated to become

eifective, resulti=c in *eﬂuctlohs 0f $2.4 biliion to loca

-

governmencs and the schools.

\1s0 once cca;“, the Legisliature adopted AB 2: {Chapter
326, Statutes oI 1982}, anc SB 1326 (Chapter 327, Statutes of
1982) whlcn usoencec th "def-abo*" for 1982-83, and reduced =
total of about S$260 million in sta-e subventions to local
governmen;_. Specifically, this legislation:

- uced Vi

LT s
counties (S, .2 milliion

ventions to cities ($222.5 million) and

7

- ;Llocated, on & one-time basis, $i0 millior from &
new.ly created Local Acexcy Reimbursement Fund to cities (S7
miziion) ancd counties {53 xillion).

- Z.imineted the business inventory subventiorn for
encerprise special d:s::;c*s (except transit and airport
cdistricts) Zor & state savings of $il miliion. -

2%/82Z &is0

S .3 {e¢) eliminated the cost-o0f-1iving
acdjustment on Ihe busines inven: rv exemntwon subvention to
cizlies and counties “cr & state savings of §28 n;llio", anc (b)
authorized any ce“e:a‘ law city To ievy any tax which m&y be
~evied by z charzer cizv, subject to voter approval.

Health and Wellare

Ir adéizion to :ne reductions in state subventions to
iocal governments the Lecislature needed to further reduce
Ce"e*a' Fu InG exoerc;::res. Cre of the early options to be
consz cdered was IThe Med c__ly Indigent Adult category of

L N U

elgibility uncder the Mecdi-Cal program.

As & pari oI the Medi-Cal Reform Ac- of 1971, the state
proposec the elimination of wha“ was known as the "cotnty option®
o*oc*am anc the es: -abilshment of the Medically Indigent Adult

-u) catecory oi eicibility within the Medi-Cai program. (MIA
was deiined as & person between iB8 and 64 years of ace who was
not otherwise "Iiaksd" to AFDC or “he SSI/SSP programs.)
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Specifica_ly, in return for eliminating the "county
option" and increasing the counties’ share of cost for the rest
oZ the Medi-Cal program (subsequently repealed by SB 154/78), the

tate acreed to establish this one-hundred percent state funded
category of eligibility.

In 1982, the state determinied that it could ne longer
afford the MIA category. AB 799 (Chapter 328, Statutes of 1982)
repezled the MI2 category effective January 1, 1983. Given the
previously existlng reguirements of Section 17000 of the Welfare
and Institutions Coce (which-makes counties the providers of last
resort for both heaith cére services and cash assistance), this
accion effectively transfered responsibility for the health care
neecs oi this population back to the counties. S ' T

To assist the counties witi this added responsibilizv,
2012 (Chapter :594, Statutes oI 1982) appropriated $26:1.5 miilion
To the County Zea_tlr Services funcd Ior the period CJanuvary I, 1983
TO Jurne 30, 1983, To be a_’ocated o the counties based upon each
county’s relative proportion of the past three fiscal vears of
expencitures crn the Iormer MIX catecory of elligibilitv. This
gmountT was intended tTo represent 70 percent of what the state
estimated it would have expencded on this population had thev
remained under the Medi-Cal procranm.

This S§281.3 millicn appronriation was divided between
counties with populiations under 300,000 which AB 79%9/82, anc SB
20:2/82 allowed To contract wlith The Department of Hezlith
Services tTo adminlister & health care program for the ‘adigent in
those counties (County Mecdicsl Services Program-CMSS); and the
larger counties which were required to administer thelilr own
healzth care pregrans (Medicelly Incigent Services Program-MISP.)

Mello-Zoos Communi+tv Facili<ies Act

SB 20C0. (Chapter 2439, Statutes of 1982) and AR 3564
(Chepzer 145%, Statutes °I 1982) established the Mello~Roos
Commurnity Faclilizies acT of 1982.

The act authorized local acgencies fo create "community
Zacllltles districts" 1o order to Zinance park, iibrary, schooil,
police, fire, ancd other capital facilities. Upon two-thirds
voTer approva., these cdistricis would be allowed to impose a
special tax within the distric:t and issue bonds secured by the
tTex.
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Counties

Iz response tc the "New Feceralism" and the counties
new-found financial dependence uporn the state, the California
State Asscciazion o Counties (CSAC) formed a "Program and
Service Rezlilgrment Task Force", fo "analyze ancd make policy
recommendations conceriing realignment of programs and services
between state government and the counties in the fields of
health, welfare, and criminal justice". This task force issued a
report in 1982, which made several recommendations, including the
following: ~

=

- - Procedures Ior transferring AFDC-FG, AFDC-U, Food
Stamps anc Relugee Cash Assistance (RCA) to the stzte should be
developed and implemented immediatelv. T

- Planning should begin immediately for the transfer of
Genera: Assistance (Rellef) to the state with & pianned
completion caze of Julv 1, 1985, '

—- AFDC-7C &xc xid Ior 2doption of Children (A3C) shouid
continue to be administered at the county level.

- Administration of social services procrams should be
transierred to the countv level with shared financing from local
anc rederal Iundcs.

- The Work Incentive (WIN) program should ne “ransferred
TO the state or ellizizated.

- in-Zome Suprortlve Services (IHSS) should be folided
into a long term care systen.

~ Counties should be allowed maximum filexibility in the
administration andé design of mental health, alcohol, and drug
abuse procgrasns.

- fmmecliate _ecislatlive action should be taken which
would allow the comkining of drug abuse and alcoho:
acministraticn at the local level.

- Firnancing Zor local mental health procrams and
utiiization of state hospitals should be combined.

e It was Xnown &t the time the CSAC repor:t was issued
exbly TIZlce ol Research was conducting its own sTucy
“es, nc s.gnlillicant acticon wes taken i response To
nGetlons.
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Initiatives

On June 8, 1982, the voters approved, by substantial
margins, Proposition 6 ané Froposition 7.

. Proposition 6 repezlecd the state’s Inheritance and.Gift
Tax laws (except for the armount by which a taxpayer can reduce
is or her federal tax liakility under the Federal Estate Tax
Law, the so-called "pickup zax"); and prohibited the state from
imposing any tax on cifts made, or property transferred by reason
of deaths occuring after izs effective date.

. At the time, the Zegislative Analyst estimated that
adoption of Proposition 6 would reduce state revenues by §130
million in 1982-83, ancd by ebout S$365 milliion in 1983-84, and by
higher amounts thereaiter. i recent estimate by the Senate -
Revenue and Taxatlion Commitizes places the revenue loss to the
state cduring 1992-23 cue tc Froposition 6 at $1.8 billiorn.

Propesition 7 amenced the state’s income tax law “o
reqgquire "permanent full iadexing" of the income tax brackets
starting with the 1982 inccme vear. (Prior to Proposition 7, the
state’s income tax brackets were "partizlly indexed" by adjusting
the brackets by the percentace increase in the Caiiforaia
Consumer Price Index which exceeced 3 percent per year.)

At the time, the Lecislative Analyst estimated that
adoption cf Proposition 7 would reduce state reventes by about
$230 million in 2982-83, b\ adbout S$445 miilion in 1983-84, and by
increasing amounts thereafier. The Senate Revenrue and Taxation
Committee recently esctimated the revenue 10ss to the state
attributable to Proposition 7 during 1992-93 to be S12.3 biliion.

1983
Locali Governmen* Fi-a=ce

Iz response to the state’s continuing fiscal problems,
the Legislature adopted A3 28X (Chapter 10, sStatutes of 1983,
First Extraorcdinary Session) which made further reductions in
state subventions o loczl governments during 1982-83.

A3 28X/83 established a formula which was appiied to
reduce remaining local assistance funds (business inventory
subventiorn, open space subvention, cigarette tax revenues, and
Local Agency Relmbursement Fund) for cities and counties. This
resuited I & Iurther reductlion to cities and counties of $28.6
million.
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Assembiv 0ffice of Research Report

= 1983, the Rssembly Office of Research (BOR) issuecd a
report titled "Realicning Stete and County Resposibilities: Human
Services &nc the Courts". This report relied heavily upon the
earlier CSAC report, but went even further by recommending that
the state relieve the counties of their trial cour:z costs. In
part, the AOR report made the £following recommendations:

I
i

- We recommend that the state, beginning in 1984-85,
assume the county share of bogts of the welfare and Food Stamp
programs.

: As a long-term recommendation, it is recommended that
the state assume diresc: upervision of the welfare and Food Stamp
programs alter a two anc one-half yveer planning period. By July
1, 1987, eicibilizy encd benefit determinations would be periormed
uncder the management ol & single staté agency thet supervises
employment anc wellare orerations.

(Note: The Leclislazive Analyst made a very similar
recommendation in the 1967 -8& Analysis of the Budcet Bill, and
continued to recommend state administration of AFDC in 1968-59
and 1962-70. In 196%-70 the Analys:t added state administration

of General 3ssistance. I 1870-71 the Analyst went even furzher

anc also recommenced stats &dminisiration of Food Stamp arnd

Medi-CaZ eligibilizy determination.)

- We recommenc tlet the General Assistance program be
revisec:

Assign to the counties the responsibility to provide
short-term, emergency relief, or in-kind services where
appropriate, utiliziszg community resources, for periods not to
exceed 90 days.

Assign o The state the responsibility to provice
long-term assistance te the ceneral assistance population under
statewice criterie Zor eligibility and participation.

- We recommend thet the Governor include in the 1984-85
budget and in the plan tec be submitted to the Legislature, the
hecessary provisions for impiementing AB 2860.

(Note: A3 2860, (Chapter 1453, Statutes of 1982)
established the Torres-Telzndo Long-Term Care Reform Aco.
Impiementation of the act was conditionecd upon the Gover:ncr
submitting &n action plan and fiscal proposal o the Legislature,
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the Legis_ature a&pproving these, obtaining the necessary federal
waivers, &nd funcs being appropriated in the 1984-85 Budget Act.
These events did ot occur, and the act was never impilemented.)

- We recommenc the:t the state relieve the counties of
thelr costs I the triel courits, less the county share of cour:z
revenues.

Legislatlion to implement some of these recommendations
was introcduced, DUt none were adopted.

Y
1885-845 Budcet
Lccal CGovernment Finance
7 Yet &galn, the "deZlator" was projected to become

eZfective resuliting in & reduction of $:.9 billion in state
assistance Tz Local covernments and The schools.

As & pert o adopting the 1983-84 budget, the Legisiature
D&ssec anc the Zoverncer signed AB 223 (Chapter 323, Statutes o=
~983) on July 21, l983. Imong numerous other provisions, this

<

- Suspencecd the "defletor" for schools for the 1983-84

-_Suspenced the "deflator" for local governments for the
Serioc July 1, 1983 o September 30, -983. =Iifective October -,
~-9B2, The "dellazTor" was o bhecome eflective, resulting in
approximate.y $873 million in subvention recductions to local
governments.

On September 21, 1983, the state enacted AB 895 (Chapter
983, Statutes of 1983) which suspendecd the "deflator" for local
governments Ior the entire 1983-84 fiscal vear, and provided for
& more mocest $348 milllon in subvention recuctions. 2B 895/83
adoptec & Zormula simiiar to one used in the prior two fiscal
yYears To be applied to the business inventory exemption
subventlion, &nc the vehicie license fee (VLF) subvention.
Specifically, citlies were reduced $278 million, andé counties $790
milliorn.

£5 223/83 also suspended the cost-of-living adjustmentz
(4.4 percext) on the business inventory exemption subveniion for
g3-z2 : - vear, and macde enterprise special cistricis

{
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(except transit or airport) ineligible to receive any business
inventory exemption subvertion for Property taxes attributable to
enterprise-releted activities.

Hea:th and Welfare

3&sec upon the $2¢1.5 million appropriation for *he last
six months of 19€2-83 for the former MIA populiation, mos:
observers expected the full year amount in the 1983-84 budget to
be twice that amount, or $323 million, plus some adiustment for &
cost-oI-iiving incresase. N

. Toe actual appropriation was $477.4 million. fThe
Deukmejian administration maintained that it had re-calculated
the "base" acgainst which the 70 percent was applied, resulting in
a lower amourntz. There was no statttory protection for this
first axnual appropriation amount, or ary recuirement to adiust
che apsrorrietion for CosT-0i-1iving increases. B2s a resuiz, by
1991 the statve eporopriatiocn for the former MIA population had
shrunk to $232 million.)

Governer Deukmejian aisc proposed in his 1983-84 budget,
& combized 2lcohol end Druc Abuse Block Grant, and the
consolldetion of nine categorical bubiic health programs into &
Public Health 3iock Granz These proposals were rejected by the

~egisliazura,

LTDoemental Proneriv Tax Rol:

S EL3 (Cheécter 438, S-atutes of 1883) enacted various
X-2.2 ecucatlion relorx programs, and funded those reforms through
the establlishment of a supplemental property tax roll
administersd Dy couniy governments.

Prilor to SB 8:3/83, the county assessor did not conduct

& Droperty Tax reassessmen:t until the first lien date (March 1) .
foliowing 2 trans’er of Droperty or completion of construction.
The new assessed value beczme effective on the Iirst day of the
fiscal year following the lien date (July 1). Conseqguertly,
uncer previous law, Sroper-ies were subject to higher assessments
0 soorner Then 4 months ard as long as 16 months after the even=
wnich resultecd in the reassessment.

52 813/83 established & "fioating lien date", or
supp.emental roll, for reassessing property. Property would now
De rezssessed on the irst dav o0F the month Zollowing the cate on
Which & Transfer occurs er new constructlon is completed. 2T the
Sime S3 B13/83 was enacted it WaS estimaced tha- the supplemental
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roil would y_elc accitional property tax revenues of $272 million
in 1983-84 and $444 million in 1984-85, with all of these
revenues ailocated to K-12 school disbr*cts. Beginning in
1985-86, the act provided that the revenues atiribuzable to the
supplemental roll would be allocated to all local governments
through the regular property tax allocation process.

Tesk Force

The Deukmejlan adminisiration established a "New
Partnership Task Force on Siate and Local Government", consisting
of represextatives o state, county, and city government. One of
the charges made to the task force was to "Review current basic
Program responsibiiities and make detailed recommendations with a
view towards elimination, curtailment, and/or realignment of such
responsibilizties”. :

1984

-

In Jenuary, <he "New Pertnership Task Force on State and
Loca: Government Issuec iis Zinal repor: containing, in part, the
ZoLiowing recommendations. (Several of these were also included
in the Covernor s proposec budcet Zor 1984-85.)

- wWe recommenc that tlle state permanently repea. the
so-ca’led "3 8 deilatcr". (Impiemented, AB 1849, ubcp:er 448,
Staties oI 1984.)

- We recommend Ti&T & revenue source To local governments
be guarancteed by & constitutional amendment. {Impiemented, SCA
23, Chapter 162 of 1984.)

(Note: SCA 23 dedicated Motor Vehicle License Fee (VLF)
revenues 11 eXcess oI the state’s administrative costs for cities
anc counilies, and authcrized =n Legislature to allocate these
revenues petween the two.)

- ¥ie recommencd thet countles take over full funding and
ion oi capitated programs. (Partially implementec with
ignment". See 195>.)

1]
.

programs were defined to include
local mental health programs, the
, the Medicelly Indigenz Services
~ical public health programs.)

¢
[ L]

1.0 ¢t

£} N}
WY i1

QO -
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- We recommend that countlies be granted charter authority
over ‘county aifairs. (Implemented, SB 2557, Chapter 466 of :1990.
See 1990)

(Note: Chartzer authority was generally definecd as the
euthority to impose & utilizy user’s tax, and business licerse
téxX in the unlincorperated area of the countv.) :

- We recommend that counties be given the authority to
impose & ":tipplers’ tax". (FOt implemented.)
~
-_We recommenc that a comnstitutional amendment be piaced
on the bailot ailowing counties to issue general obiigatiorn bonds
with.approveal by two-thirds of the voters. (Implemented. ACA
55, Cheptexr i42 oI 1984.) .

- We recommenc thet the state reimburse local goveraments
for the costs of new mandates, ané mandates which are nmoT funcded
would become perxmissive. (Partiailv implemented. SB 1333,
Chapter 42, Statutes of 1990.)

198+-85 3Succexs

Governor Deukmejian proposes in his 1984-83 budget the
elimination oI the personal properiy tax reiieZ (business
inventory exemptlion) subvention for local governments other =han
school districts, for &n estimated state Genera: Fund savings of
$328 miillion. To ofiset the loss local governments would
experilence &s & resu.T o eliminating this subventlion, the
Governcr elso propesed to advance by one vear, from 1985-86 <o
1984-85, tne cats on which these goveraments would becin to share
in the proceecs of the suppliemental roll as enac-ed by S3 8:3/83.

SB 794 (Chapter 447, Statutes of 1984), the Long-Term
Local Financing Act of 1984, and AB 1849 (Chapter 448, Statutes
of 198%) eccomplished the following:

]

€ The 2R3 8 "deflator".

' L}
1]

- Repe

i

D

epea_ec the personal properiy tax re.ieZ sudbvention
eZfective July 1, 1984; and required county audlitors to allocate
the revenue aztiribuitablie to the supplemental roll to the schools
anc local governments uncer the recular propertv tax a&llocation
process.

(Lt
JI'U

[

- x_-cczted The state’s share of VLF veve-tes {estimazed
e- S2:0 mI’lien) o counties (5208 mililon) &ané o the so-called
"no property tax" cities (S2.1 milliion). The portion allocated
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to counties woulcd be allocazted (a) as needed to replace in full
any revenue loss resu.tinc Zrom the repeal of the personal
property tax subvention, &nd then (b) in proportien to county
population.

~ Recuired the stzte Controller to esteblish & program to
provide annvel special supp-emental subventions from the General
Fund to specilied cities, multi-county d1st*1c-s, nonenterprise
special districts, and redevelopment agencies. These subventions
wouldé be provided to those Tecal agencies where the loss
resulting from the repeal oI the personal property tax subvention
(based upon what the acency received in 1983-84) exceeds the
increased revenue receilved from the proceecs 0o the supplemental
roll. Cities would receive thne subvention for a five year period
beginning in 1964-85. -

Governcr DeuXmelzn also Droposed i his 198
budget, the Zollowing changes in the state-county rela

(I.h

-8
io

o BNV

l..u

1ship

- A "MenTgl HealtTh Intulative" to transier responsibilicy
Zor mentel heal:h servrices o the counties.

~ A "Publlic Hez_Th =
responsibility Zor Iive caisgo
countlies.

~cement Program" Zo transier
i 1ic health programs to the

- The Transier o0 the

counties.

amily Planning program to the

— The tTransisr cf alcechol and drug abuse programs o the
counties.

All of these proposzls were rejected by the Legislature.

Santa Clara Traffic Authority .

S2 2117 (Chec , Stetutes oi 1984 established the
Sante Clare County Traiii uthority and upon & maiority vote of
the citizens of San%az Clarz Co ounty, authorized the Aubhorlty to
mpese a one-hali percent Transactions and use tax for up to ten
years to Iinance highweay improvements in Santae CLara County.

$22, The voters epprecved Zropestlion 37,

- *
WRLCL amencel the gtz Lo &utherize h

LI -
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establishment of &

statewicde lottery; and enacted an initiative
statute (The Celifor:o
nt

& Sctate Lottery Act of 1984) which proviced
0 & stete-operated lottery.

The inltiative provided for the following allocation of
lottery revenues: :

- 50 percent rezurxnecd to the public in the form of
prizes.

- Not less than 3% Dercent allocated to the benefi: of
public education.

- No more than 16 percent alilocated for pavment of
iottery expenses, with &nyv "excess" revenues zlso allocated *o
public educazioe:n.

The Inizlatlive orovided that Payments of revenues rom
the lottery were Zo e made o each segment of education or &
per capite basls. s & resull, approximatelv 80 percent o =h
pavments macde tTo publlic educztion would be allocated to K-12
school districzts.

Accorcing to the 1993-94 Governor’s Budget, the lottery
"has providec over $+4.3 zilliorn to X-12 education since 19835, and
is expected to genmerazs 8337 million in 1903-94." While trhese

8MOUNTS appear 1mbressive, The lottery only provides about Three
percent oI the total X-12 budce:.

1985
1985-8€ Bucce:x

Iz his :985-86 pudget, Governor Deukmejian proposed to
consolidate seven categorical public health programs into a
"Family Hezith Iniziat.ve", end provide the counties with a
“biock graat" o suppor:t the consclidated program. Ke &iso
proposed tiie consolLlicda:ilon o the County Health Services Fund,
the Medically Incicent Services Program, and the basic public
realth subvention 1nIc 2 "block grant" labeled the "County Zealth
Services Transler".

Both oI these proposels were rejected bv the Legislature.



AssemblvmerTrer Valerie Brown
August 4, 1383
Page 19

siature adoopted and the Governor approved AR 19
tatutes o- 1985}, The Trial Court Funding Act of
g other provisions, accompiished the Zollowing:

- ~uthorizec block crants to counties ranging from
$469,435 tc $495,895 annuelly per judicial position. These block
cranis were lntended to reimburse counties for the cos:ts they
incur in cresrating the superior and municipal courts.

. N

- Rsgulred & countyv wanting to receive these block grants
to (a) walve ail claims for reimbursement of costs attributable
©0 state-rancated locai programs involving the trial courts, (b)
walve any claims for reimbursement of state-manda‘ed local costs
not approvec Dy the State Board of Control, the Commission on

tace Mancetes, or the courts prior to the decision of a countv
To participsts 1n the new funding scheme, andéd (c) foregco each
$60,000 blzscx grant previousiv provided by the state.

- msguired & county electing to receive these block
¢rants TO sUDmiT IO The state specified Zine, forefeiture, and
Denality revenues collieczed by the county, &and the cities exnd
courts In The countv.

- Regulrsc the statée T2 reimburse ciiies for &ny reveluve
ilosses that resiuited from & county’s cdecision to receive block
grents In Lisu ci the Iine, Zforfeiture, and pDenalty revenues the
cities anc countlies previouslv collected.

- megulvrel & county receiving a block grant to spend at
1east as nuch as 1t received “rom the state on court operations.

- Regulired the state Controller to audit county
expenditures anc revenue repcrtis, adopt appropriate regulations

F
and repor: specified informaticn to the Legislature. :

- Froviced that these provisions would become operative
on the efiIsctive date of & statute appropriating funds for their
implementetio:n.

AT the Time 1T was estimated that AR 19/85 would result
-1 & net ge&lnh To the countlies of nearly $400 million.

Se Diecc Countv Eecliora® Transpor=a+tior Commission

. Statutes of 1985) established th
gnsportation Cormission and
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authorizecd the Commission, with a majority vote of the citizens
of San Diego County, to impose & transactions and use tax not to
exceed one percent to fund public transportation improvements.

1986

SB 878 (Chapter 302, Statutes of 1986) enacted the Bay

Area County Traflic and Transportation Funding Act which
authorized the boards of supervisors of the nine bay area
counties (alemeda, Contra Cgsta, Marin, Napa, San Francisco, San
Mateo, Soizno, &nd Sonome) to develop and adopt & transportation
expenditure pian; and to -impose & one-half percent or one percent
transacticns &nd use tax, with a majority vote of the people, to
fund .the plan. -

SB 878/86 also created the Fresno County Transportation
Authority axd authorized it to impose & one-hal? percent
transactions and use tax, with & mejority vote of the people,
up to 20 ye&ars to Iinance highwayv improvements and for local
TransportaTlol purposes in Fresno County.

()
&)
[

1987

19687-88 Budce:z

Orce agalin, CGoverncr Deukmejian proposed as a par:t of his
1987-88 bucdcet, the repeal of the County Heal:th Services Fund,
and the trensier of six categoriczl public heal:th programs to the

counties. Insteac of z block ¢grant, however, the Governor
proposec treansferring one-hels cent of the state’s sales tax to
J:‘. - - = -

the countlies to oifset the loss of the state revenue.

Tre proposal was rejected by the Legislature.

Ir-Jome Subportive Services (THSS)

S2 312 (Chepter 1438, statutes of 1987) repealed the
reculremern: that counties pay ten percent of the cos:t of the IHSS
Drogrem over the 1980-8. base year, effective Juliy 1, 1988; and
*nstead reguired ccunties o coniinue to pay the amount paid
Quring fiscal year 1987-88.

Trizl Cour: Fundinc

S3 709 (Chapter 121, Statutes of 1987
Coirt runcing Act ol 1985, eifective July 1, :

— -
~Z the Zcllowing:
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certain fines,

- Reduced the amount
ané municipal
"biock grants" for justice cour

-~ Created the Trial
acministered by the Judicial

e

Deleted the reguirement that the counties transmit
forfeitures, and fees to the state.

oz the "block grant" per superior

court judge, and commlss*oner or referee; and added

—

judgeships.

Court Improvement Fund to be

Council.

~
- Revised the definition of "court operations" for

purposes oi the act.
Eowever

implement 33 19/8S.

GCenerz. Durpese Sal

SB 703/87 dic not appropriate any funds to

Tex

E3 992 (Chapter 1257,

countles with populations of
1887, tc lncrease thelr seles
orclnance sroposing the Tax L
—he boerd 0oIi supervisors &and

-

Statutes oI 1987) permitted

350,000 or less &s of Januaryv I,
T&X by one-heif cent, iZ the

s approvecd bv & two-ithirds vote of

& majoritv 0% the countv’s

elec-orate.
San Sernecdinc &nd Riverside Countyv Transporte-ion Sz es
Tex Acts
A3 1637 (Chepter 270, atutes oI 1987) enaczed the San
3ernadino Couniy Trernsperzatlion Seles Tax Act and the Riverside
County Trensportatlon Saies Tex Act which authorized the

:espect;ve board of
transactions and use

upervisors to impose

-
u‘:‘{ _— ey

finance highway and _ocQ1 transportation

a one~half percent
vote of the people, to
improvements.

a majority

Locel Trenspertezion Authoritv and Improvemerns Act

S3 142 (Chapter 785, Statutes of 1987) enac:ed the lLocal
Transporiatlon Authorlitiy and Improvement Act to authorize any
county board of supervisors to imposs & transactions and use tax,

=th & majority vote oI the people, of up to one percent for

specified tTransportaticn purposes.

Justice Facilities Sales Tax

~2 2505 (Chaoter 1258, Statutes of 1087) crezzed the San
Jlego County Regionel Justice Facilicy Financing Agency, to >
geverned oy & specilled seven member board of directers.
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A3 2505/87 authorized the board to impose a one-half
percent transactions and use tax, with the approval of a majority
of the voters, to finance the construction, acquisition, and
furnishing of adult and juvenile detention facilities, and
courthouse Izcilities necessary or convenient to the detention
faciiities. ' '

(Note: Similar legislation was adopted for San Joacuin
County, S2 2745, Chapter 1634, Statutes of 1988; and Orange,
Humboldt, Leos Angeles, Riverside, San Bernadino, and Ventu-a
Countlies, A3 1067, Chapter 1335, Statutes of 1989. However,
conflicting state Supreme and Appellate Court decisions regarding
voter approval of a tax have leit the legality of these acencies
ir doubt.)

Mendocino Countv Librarv Programs

52 576 (Chapter 1323, S:tatutes of 1987) authorized the
Mendocino County board of supervisors to impose & transactions
anc use Lex at a rate of one-half percent or one percent, with
two~-thirds voter approval, for a period not more than five vears
for the purpose oI funding county library programs and
operations.

Ceuntv Revernue Stabilization

R3 €50 (Chepter 1286, Statutes of 1987) enactecd the
County Revenue Stalillizetlion Act of 1987. This act provided
counties with & one time block grant of $i13.7 milliion in
1987-88. Irn 1988-89 and subseguent years, the act providecd
funding tec stebilize the percentage of a county’s general purpose
revenues which must be expenced for the county’s share of costs
associatec with four state mandated programs - mental health,
AFDC, IHSS, and Food Stamps.

However, the potentisl impact of the legislation was _
never rea_ized because the annuel appropriation to implement its
Provisons was arditrarily lizited to $15 miliion.

Articie XT773

uring 1986-87, Article XIIIB of the state Constitution
reguirecd that revenues in excess of the appropriations limit be
returned ov means of a tax rate reduction or rebate. The method
seiected o ceel with the S..> billion in excess revenues was to
senc rebate checks Io 1i.l milllon taxpavers. The checks were
Gistributed between October 1987 and January 1988.

.l'l‘l
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The rebate was 15 percent of a taxpayer’s 1986 income tax
liability, with & mirimum and a maximum. The maximum rebate
amounts were 5136 for single filers, and $272 for married or head
of household filers.

1988

-]
|-t

ria

Courz Fundinc

o=

A3 1197 (Chepter 9i4, Statutes of 1988) and SB 612
(Chapter 943, statutes of 19B8), among other provisions, repealed
the Trial Court Funding Act of 1985, and enacted the
Brown-Presley Trial Court Funding Act which would provide for
"net" block grant funding for trial courts, on a county option
basis with no reguirement for the the county to send fees, fines,
or forfeitures to the state. .

AL 1197/88 aiso appropriated $206.5 millior to impiement
the Brown-Presley Trial Cour: Funding Act during fiscal vear
1988-89,

Propgsition 98

Or November 8, 1983, the voters approved Proposition 98,
the Classroom Instructional Improvement and Accountability Act,
which amenced the state Constitution to guarantee & consistent
minimum Iundinc level for R-14 education.

As adopted, Proposition 98 estabiished two methods, or
tests, for determining the minimum funding level for K-14

education.

- Test One is a straightfoward allocation by the
state 0 40.3 percent of the General Fund.

- Test Two I1s & formulz to determine the minimum funcing
level: The previous fiscal year’s spending by both state and
local sources for X-i14 as a base, adjusted for both growth in
Average Daily Atendance (2Da) and per capitz personal income
growta, less local property tax revenues.

Provosition 9

On Noverber 8, 1988, the voters also gpproved Proposition
99 wnich established the Tobeaccc Tax and Heaith Prortec-ion Act of
1388B. The Act impesed an additional tax ecual to 25 cents per
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package of cigarettes and an equivalent amoun: for all other
tobacco products sold in Californisz, and required that the
revenues cderived ifrom these increased taxes be deposited in the
Cigarette and Tobacco Products Suriax Fund established by the
Act.

The 2ct further divided the Fund into six accounts, and
required that perceniages of the revenues in the Fund be
deposited into these accounis.

- ~
Health Ecducation Accbunt - 20 percen
Hospital Services Account - 35 percent
Phys;c:a: Services Account - 10 percent
Resea*c“ Accourt - 5 percent
Public Resources Account - 5§ percent
Unalliocated acccount - 25 percent

The Ac:t alsc made these revenues exenpt from the
provisions ¢of Article XIIZIB of the szate Constitution, for both
the state and local governnents.

1989

Izplementaction ¢f Zrooecsition 9

The Leglislature adco
(Chapter B2, Statutes of 19
1989) &nd iB 1097 (Chepter
provisions of Propcsition @

ec an¢ the Governor approved S3 98
) A2 198 (Chapter 83, Statues of
Stetuites oI 1989) tTo implement the

These Three measures appropriated $43: million from the
General Fund in 1988-892 &anc $483 million in 1989-90. All of
these appropriations counted towards meeting the Proposition 28
minimum funding guarantee.

These b_;Ls &.sc contained provisions which allowed more
state ald Zor educszion o count &gainst the local
"approprietions liziz" rather than the state’s. As a result,
these bills had the eZfect of increasing the emount of avallable
spending euthority under the state’s ""ooroor ations Iimit",

nmoieme"u Zion ¢of Proobosition 99

The Legisleture adopted and the Governor approved A3 75
(Chapter 1331, Statuzes of 1989) io implement the provisions of
“roposition 99.
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The increased taxes imposed on tobacco products imposed
by Proposition 99 were estimated to raise $1.47 billion over the
30~-month period January 1, 19892, to June 30, 1991. AB 75/89
appropriated $..2: biilion of these revenues over this same
period of time Zror four of the six accounts.

23 75/89 allocated S$948.8 million for indigent health
prog*ams (nospizels, physiciams, clinics, and counties), and
S264.> miilicr Zor anti-tobacco use health education programs.
The b;:: ailsc sel aside $66,1 million in a reserve to protect
these procrams Zrom any reddctions in revenues over thls same
perloc. :

As anticipated, revenues deposited in the Cigarette and
Tobacco Products Surtéax Fund and aveilable for appropriation from
the six accounts have declined each year since the acoption of 2B
75/89. - :

1891 -02 S 624.2 miilion
1882-93 616.5
~993-34 528.7

SC=z :/Zroposition iz

I JSuly 1989, the Legislature approved SCR 1 (Resolution
Chaptexr €&, Statutes of 1989) which proposed several significarnt
changes toc Propcsition 98/88 and Proposition 4/79 (aonroor¢at;ons
Limicy.

Speciiicallv, SC2 1/89 would:

- Modify the cost~of-living and population factors used
to acjust the state and local appropriations limits.

- Moc;:y the formulas used to determine the requ;red
minimum Zuncing ;eve- for K-14 education. This was done by
changling the cost-oi-living facter used to determine the funcding
amourt uncer oxe of the two minimum funding formules for K-14
ecducation.

~ Chance the allocation of revenues in excess of the
state’s appropriations limit by (1) allocating one-half of any
revenues 1n excess of the state’s aooroprlatlons limit to K-14

education, and the other half to the state’s taxpayers, (2)
removiig the £ percent limi:t on allocations of excess revenues to
K-14 educazion, "nd (3) provicding that allocations of excess
revenues to K-l1: ecucation &re no longer to be consicered in

cdetermining the m nimum funcéing guarantee.



Assemblymember Valerie
August 4, 1993
Page 26

Brown

- Provide a mechanism to reduce the minimum funding level

required for K-i4 educa
"pay back" that reducti
grow more guickly than

Specificelly,
provisions of Propositi
except that the previou
adiusted by ADA growth
of per capita personal

The purpose o3

tion in “low
on in
st

-revenue growth" years, and
years in which General Fund revenues
&te personal income.

5C2 1/89 would add & "Test Three" =0 =he
on 98. Test Three is the same as Test Two
s fiscal year’s education spending is

and per capita General Fund growth instead
incomg growth.

Test Three was to limit the growth in the

minimum funding guarant
vears, defined as vears in
than the growth per capita income by 0.5 percent or more.

However, in vears following those in which Test Three is in

eZfect, SCx 1/82 would reguire tha* the base on which Test Two
calculations wouldé be made be adiusted to reflect the amou
was not appropriat
Test Three was

ee for K-14 education during "slow-growth"
in which the General Fund growth is less

im
in

-
e e

ec for X-14 education during the years when
effect.

e o b
el o

h

s
i

excess of

ov
=]

e
a

WO yeer averacing of
propriation limit.

or ol or & any revenues
Th T s &p

mt

i
s

Provide that appropriations for the
&re not subject te the state’s appropriations
natural disasiers, (2) cosis of condu
overrice elections,
&cditional

- following purposes
limit: (Z) costs of
cting eppropriations limi=
{3) new caplzal outlay expenditures, azd (%)
cransportation revenues,

1990 ballot as Proposition
The primary effect of
to increase the state’s appropriations limit
1% 1990-92, S1.3 billion in 1991-92, and by
increasing amounts annually thereafter. It would also allow
locel governments to increzse their appropriations limits by
unknown but probadly sicnilicant amounts.

SCA 1/89 eppezred on the June
111 and was approved by the voters.
Propostiorn 111 was
by §i.2 billion in

Even thouch Proposition 111 made significant changes to
Propositicn 98, it was Primerily intencded to modify the state’s
appropriacions limit so thac increased gasoline tax revenues for
transportation adopted by S3 300 (Chapter 105, statutes of 1989},
AB 471 {Chepter 106, Statutes of 1989) and AB 973 (Chapter 108,

tatutes o 1889) could be expended.
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Specific Purpose Sales Tax

AB 959 (Chapter 277, Statutes of 1989) authorized the
becard of supervisors of any county with a population of 350,000
2r less as of January 1, 1987, to establish an authority for
specific purposes and authorized the authority, with a two-thirds
vete of its members and a majority vote of the people, to impose
a2 transactions and use tax of one-half percent for any purpose
fcr which the authority was established.

. ~

~

1990

Countv Charter Authoritv

To assist the counties in dealing with significant state
Genaral Fund reductions in the 1990-91 budget for mental health
andé the Medically Indigent Services Progranm the Legislature
apprcved and the Governor signed SB 2557 (Chapter 466, Statu+tes
of 1¢90).

This legislation provided the counties with the authcrity
S (a) assess other jurisdictions of local government for the
csts associated with the administration of the property tax, (b)
<C charge other jurisdictions a "booking fee" based upon the
ccsts assoclated with preocessing a person into the county jail,
and (c) to impcse a business license fee and/or utility user’s
Tax In the unincorpcrated areas of the county. (Schools were
later exempted freom the propertv tax administration fee by =3

g8, Chapter 75, Statutes of 1691).

AL

At the tinme, SB 2557/90 was estimated to allow counties
tC raise approximately $300 million.

Sales Tax

AB 2670 (Chapter 1707, Statutes of 1980) removed the
evious pecprulation limit of 350,000, and authorized all counties
impcse 2 one-guarter or one-half cent sales tax increase with
twe-thirds vote of the board of supervisors and a majority vote

the electorate,

Oty
o

th

-+
']
0
[

1961~-92 Budget

When Ceverncr Wilsor introduced his 19%1-22 budgez, he
ropesed eiiminating $942 in General Fund appropriations for the
cunTy Health Services Fund, local public health services, and
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local mental health programs; and providing the counties with
$943 million of increased revenues £o assume the responsibility
for these procrams. The proposed revenues were an estimated 5173
million from an increase in the alcohelic beverage tax, and $777
million from acdjusting and increasing the depreciation rates for
Motor Vehicle License Fees.

This proposed $942 million reduction was just one of a
number of actions recommendecd by the Governor to close an
estimated $7 billion deficit. As zhe months went by, it became
increasingly clear that the size of the deficit was going to be
much larger. 1In April, a legislazive working group made a
proposali to increase the size of =he proposal to $2.3 billion,
winich came to be known as "realignment". This proposal consisted
of eliminating the state General rund support for the following
programs ancd transferring them, wizh a revenue source, to the
counties:

Procram G.F. Savincs
Local Mental Eealth Services S 437 milliorn
institutes for Mental Disease (IMD’s) a2z
State Hospitals for the Mentally Ii2 226
County Health Services Fundé 506
Medicalily Indicent Services Program
(MISD) 232
MISP - State Lecalizatiorn issistance
Grants (SLIAG) 218
County Mec:ical Services Program {CMSP) 65
Increase in the county share of cost for
California Children’s Services (CCS) 30
Eliminate county share of cos:t for
AFDC-FG, AFDC-U, and administration =515
Increase in the county share of cost for
AFDC-FC, and Child Welfare Services 175
Transfer IHSS anc Ceunty Social Services
Block Grant to the counties 828
Total $2,295

O April 25, the Governor introduced his revised budget
which re-estimated the ceficit a* S12.6 billion. He included in
his revised budget the entire "realignment" proposal submitted
earlier bv the legislative working group, and added to it the
elimination of the Courty Revenue Stabilization Program, and the
County Cuvenile Jusiice Subvertiorn (& Totel of $50 millicn) for =
grand totel of $2,345 mililion.
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lxe revised budget also redirected the proposed increase
in the &l cobo_ beverage tax from the counties to the General
func, andé ipstead D*ooosed a -one-half cent sales tax increase
cedicated to the counties. This proposal, combined with the
originally proposed changes in the VLF, resulted in a revenue
cackage estime-ed to be worth $2,412 million.

The only meior objection to the proposal came from the
counties whichx dié not want full financial responsibility for the
IHSS progranm, particularxly since it was going to remain an
entitlement program. The counties made a counter-offer that they
would accept ax increased shere of cost in AFDC-FC in return for
continued state financial participation in the IHSS program.
This counter-offer, with modifications, was finally adopted.

cutes of 1991), transferred the

A3 1288 (Chapter B9, Statx
nealth and menzel health programs to the counties; AB 758
(Chapter 87, Statutes of 199.) increased and adjuSuec the VL
rates; anc AB 218> (Chapter 85, Statutes of 1891) increased the
sales tax by one-half cent for allocation to the counties.

In addition A3 948 (Chapter 01, Statutes of 1991)
usted the staTe county cost sharing relationsh 1ip for the
lowing programs:

I
—‘L..l.

c
ol

Progran Countv Share o< Cos=z
AFDdC-Grant 5 pePce“- o the
nonfederal costs.
ArdC-Toster Care 60 percent of the
nonfederal costs.
AFDC/Food Stamps 30 percent of the
Administrazio= nonfedexal costs.
IZSS 35 percent of the
nonfederal costs.
Child welfars Services 30 percent of the
nonfederal costs.
County Social Services 30 percent of the
Bilocx CGranz nonfederzl costs.
Acoptlons 25 percent of the

nonfederal costs.
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GAIN 30 percent of th
nonfederal costs.
Cailifornia Children’s 50 percent

AR 1207 (Cha:te* 20, Statutes of 1991) enacted the Triel
Court Realicnmexzt and Ef:;c-encv RCT of 1991. Specifically, AB
1297/8::

~ Provided 50 pexcent of trial court costs during 1991-92
up from 37 percent In 1990-91) and stated legisiative intent to
ncrease the state’s share of cost Five percent per year- urntil

t reaches 70 percent in :1995-9¢,

(up
X
i

- Eracted 5287 milllon in new cour= rela <ed revenues for
the state, and transferred $285 million in fines and forfelitures
revenues irom ciilies and courties o =he state.

- InCreased counIv revenues DV 513 million from increazses
.n local penaliv assessments in 199:1-322, This amount will
increase over “ine.

-~ Enacted & number oI efficiencies amé delay reduction
Programs In the courts.

& companlon measure, S$3 21 (Ch i@pter 331, Statutes of
1991) approprieted $205.4 million from the Gener al Funcé to
augment the state Dlock ¢grants Zor Trial Cour< Funding contained
in the Budget Act oI 199I. $32:/91 also raised an estimated $105
million in new General Fund revenues by lmp051ng new court
related fees, and redirecting existing fees and taxes.

The tax redi:ecte: to the General Fund was the ci ca*e*te
tax. This redirection reduced counties’ Tevenues by $8 million
and cities’ revenues by $22 miiiion.

Public Educatior Finance

SB 482 (Chapter 369, Statutes of 1991) authorized the
San Mateo County board cf supervisors to establish an authority
for the suppor:t of nublic e‘emen:a“v and secondary educazion in
thet countv; and a::: r_zed the c““"O*’tV bv & two-thizds vote
02 1Is boerd and melerity vote 0 the el ectorate, to impose a
one-half percent traasactions and uvse tax Zor the support ol
public education in San Mateo County.



Assembivmember Valerlie 3rown

August 4, 19¢3
Page 31

S2 482/9: elso authorized the San Francisco Unified
School Diszrcict and the San Franc‘sco Coannlty College District
o establish an educational aut ho*l*y, and authorized the
authority, by & two-thirds vote of the governing board and a
malority vote of the el ecto*ate, to impose a one-guarter pvercent
transacticns eand use tex for public education.

EeZZfernan Memorial Hospital District

]

u-nnoznmin

Yoy 1Ay

1298 (C;aster 873, Statutes of 1991) authorized the
ico to impose a'transactlons and use tax of one-half
:ne reso.ution proposing the tax is approved by a
the cizy counc-l and two-thirds of the electorate.
=so required that all net proceeds of the tax be used
- Zor the the Heifernan Memorial Hospital District.

{4

R

City of
e*cen;
major =y
The biii
exclusive

=l n

LCecs” Public Finance Avthorisv
EZ 19230 (Chapter 1024, Statutes of 1891) authorized a
county boars oI supervisors or & majoritv of the governing boards
of school cistriczs i & county to establish a local pLDllC
finance authorizv Zor :"e purpose of financing drug abuse
D*eve“bl T, crime prevention, health care services, and public
ducation 1n the counzv. -ne 2ill also authorized the aLthor*;y,

DY a two-thizds vote of its governing boaxrd and & majoritv vot
o the electorate, o mpose a one- cuartex or one- hc-f percent
Transaciicns and use tax for the guthority’s purposes.

1592

Wren the :,92~u3 budget was introduced, the state was
once acein Zacing & m:;t*—b1¢llon dollar deficit. While
searching Zor alternatives to balance the budget, a consensus
cdevelopecd among tne legisiative leadership and the Wilson
administration tha~ the state could no 1onaer afford the
so-called 28 8/79 "Dc__OL'" of local governments.

The 1992-93 value of the "bailout" was es-imated at $2.7
Dillion. 0f this amount it was determined that §:.3 billion wes
Needed to balance the state’s budget. Co seauenvly $1.3 billion
in property taX revenues were transferred from local governments
to the schools, relieving the state’s General Func of that
amount.

Scecificallv,

~-8Cls_aTlln, &ccomg_olsnec

-93 budcez, andé re
ne Zellowing:
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- Reduced funding for cities, counties, special
Cistricts, eand redevelopment: agencies.
Cotnties S 525 million
Cities 200
Speciel Distric:s 375
Receveloprent Agencies 200
Total S$1,300

- Increased the state’s share of Trial Court Funding to
53 percent; transferred $205:7 million in court relatecd revenues
©0 the state; and enacted various changes in court procedures to

reduce the cost of cour: operations. Estimated net savings to
<he state General Fund of $1i35 million.

- Suspended various state-mandated local programs for an
estimeted stzTe CGeneral Tund savings of $10.7 million.

SB 6.7 (Chepter £923, Statutes of 1992) &nd SB 84z
(Chapter 800, Statutes o< 13 92), & "clean up" measure to S3 617,
irnplemented the liocal governmernt changes necessary to implement
tThe 1992-33 budgert.

Specifically S3 6.7/92 (a) made the property tax transfer
Zrom 1ocal gcovernments o the schools; (b) shifted an ecditional
Si00 =miilion in Property TaX revenues from cities and counties to
The schools which was rep-aced by an increased ailocation of
V_F revenues from “ne Department oi Motor Vehicles, (c)
redirected zrailer coach VLF and manuractured home license fees
Zrom counties to tThe Gemsral Tund (estimated at $27 milliior), and
{C) redirected :the rem&ining amount of the cigarette tax
wiich would have been zllocated to the cities, to the General
Func (estimated at $25 million). .

RB 1344 (Chapter 696, Statutes of 1992) and AB 2409
(Chepter 1199, Statutes o2 1992) implemented the trial cour:
Zunding changes necessarv -o implement the 1992-93 budcet.

1893

As in 1992-93, iz order to balance the state’s 1993-94
budget, it became necessery to transfer property tax revenues
from local governments *c the schools. This year, however, the
Teculired trensfer was twice the amount in 1992. The following is
& SufRary I the acticns zaxen in &cooting the :993-94 budcex,

&nc re_ated legisla-ion, zZlectinc local governments:
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- Transierred §2.6 bililon in property tax revenues from
locel governments to the schools. S$B 1135 (Chapter 68, Statutes
of 1993).

Cournities $ 1,998 million
Cities 288 .
Nor-enterorise special

cistricts * 245
Redevelopment acencils 65

Totel S 2,595

- Providecd to clties'.anc counties the revenuves (estimaied
at $744 million) Zrom the extension of the one-half cent state
sales tax f£rom June 36, 1993, to December 3., 1993 for public
safety purposes, to be distributed in proporiion to the cities
and counties property téx revenue losses. SB 509 (Chapter 73,
Statutes of 1893).

- Appreved & censtitulionel amendmext to be placed on the
Noverber 1993, be.-ot wiich, iI approved by the voters, would
maxe the sa&_es tax ex-ansion provided by $3 309/93, permanent.

SC: I (mResolutlon Chapisr 42 oI 1993)

- Regulred théet S90 miilion in VLF Zunds be alliocated co
& one-time baslis to cities, &nd $40 miliion o counties in
proportion to thelr property tax losses. Also reguired that axz
aatilcipated $50 million iz VLY revenue from enhanced collection
gctivities be allocated egually to cities and counties. §3
1135/¢3.

- Brovicded milllon less than was provided in 1992-93
for supporT oI the L. courts. 2As & result the state will be
paying about 45 percent ol the statewide trial court costs,
substantially below the the state’s intended level of 60 percent.
SB 80 (Chapter 53, Statutes of 1993)

(r W
[RS8
>

- Increasel the so-callied Willlamson Act subvention by

SZ0 miiiion To reimburse counties Zor the proper:tv —a&X revenues
lost cue o farmers wic place trhelr lands iIn agricultural

preserves. 853 683 (Chepter 63, Statutes of 1993)

- Suspencel ©or repealed cf state-mandates upon
local governments which are es save several millions of
collars. '

53 B& (Chester 70, 2983)
52 <22 (InEzzsr 23, bl 3= Ic I
3% 3T sz 5C, es of 1293)
I o, TE&Tlles T LEFE)
IZOLI%E 1, SIZaTutTes ol LE:Ii




